
Fact Sheet  
Module 9—Earned Income Credit 

  
A tax credit is a dollar-for-dollar reduction of the tax. A refundable tax credit is a tax credit that 
permits a refund of the amount of the credit that exceeds the amount of the tax. The earned 
income credit is a refundable tax credit for certain people who work and whose earned income 
and adjusted gross income are under a specified limit. Many rules apply to the earned income 
credit. The credit is generally determined by the taxpayer’s adjusted gross income, earned 
income, filing status, and the number of qualifying children, if any. If adjusted gross income is 
the same, taxpayers with more than one qualifying child receive the highest earned income 
credit, and taxpayers without a qualifying child receive the lowest earned income credit. The 
earned income credit reduces the tax. Eligible taxpayers can receive the earned income credit 
even if their tax is zero. 
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Rules for Everyone 
Taxpayer must have valid Social Security number. 
 
Taxpayer must have earned income. 
 
Taxpayer cannot use the married filing a separate return filing status. 
 
Taxpayer generally must be U.S. citizen or resident alien all year. 
 
Taxpayer cannot claim an exclusion for income earned in a foreign country. 
 
Taxpayer cannot have more than $2,600 in investment income. 
 
Taxpayer cannot be a qualifying child of another person. 
 
Rules for Taxpayers with a Qualifying Child 
To be a qualifying child, the child must meet the following tests: 
 
Relationship  

•   son, daughter, stepson, stepdaughter, or descendant 
•   brother, sister, stepbrother, stepsister, or descendants 
•   eligible foster child, a child placed with the taxpayer by an authorized agency, whom the 

taxpayer cares for as the taxpayer’s own child 
 
Age  

•   Under age 19 or 
•   Under age 24 and a full-time student or  
•   Any age if permanently and totally disabled 

 
Residency 

•   Lived with taxpayer in the United States for more than half of the tax year 
•   The taxpayer cannot be the qualifying child of another person.  
•   A person can be claimed as a qualifying child on one tax return only.  

 
Additional Rules 

•   To claim the credit with a qualifying child, the child must have a Social Security number. 
•   If more than one taxpayer has the same qualifying child, they can choose which of them 

will claim the credit with that child. If both actually claim the credit with that child, the 
IRS will apply the tiebreaker rules. 

 
Rules for Taxpayers Without a Qualifying Child 
The taxpayer 

•   must be at least age 25 but under age 65. 
•   cannot qualify as a dependent of another person. 
•   must have lived in the United States for more than half of the tax year.  


